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A shot of vaccine optimism 

Last week saw two significant developments relating to medical progress confronting COVID-19. Early hours 
on Monday, Pfizer and BioNTech announced results of interim analysis of phase-3 study of their mRNA-
based vaccine candidate (BNT162b2) against COVID-19. The results showed that the vaccine candidate 
was found to be more than 90% effective in preventing the disease in participants without evidence of prior 
SARS-CoV-2 infection. Also, a submission for Emergency Use Authorisation (EUA) to US Food and Drug 
Administration (FDA) is expected in the third week of November1. On Monday, Eli Lilly and Company 
announced that its neutralizing antibody bamlanivimab (LY-CoV555) received FDA EUA for the treatment of 
recently diagnosed COVID-192. Equity markets cheered both these developments and rose sharply on 
Monday and posted strong performance over the week taking year-to-date gains on MSCI ACWI to c7%.  
DM outperformed EM over the week. Broadly, a rotation out of ‘stay-at-home’ beneficiaries into ‘reopening’ 
stocks was observed. This was best seen in the US where Nasdaq underperformed DJIA. Even in China, 
the new economy segments underperformed their old economy counterparts. Elsewhere, UK and French 
equities performed strongly. For the summary on performances of other asset classes, see page 2. 

Sufficient and necessary conditions 

We remain constructive on the equity market outlook over the next 12 months. In our view, based on the 
present situation/momentum, there are two sufficient conditions to keep equity markets from falling and two 
necessary conditions for equity markets to move higher. Equity markets can remain sustained at the 
current level if there is no significant disappointment/deterioration on vaccine progress as well as political 
situation in the US. According to the Good Judgment project there is a 96% chance that enough doses of 
FDA-approved COVID-19 vaccine(s) to inoculate 25 million people will be distributed in the US before 31 
May 2021. Also, the superforecaster assigns 89% probability to the presidential campaign conceding 
defeat in the 2020 election before the inauguration day. Further, the markets are expecting a divided US 
congress too – with Republicans keeping the Senate. According to PredictIt, the implied probability of the 
Senate remaining under Republican control is 83% now after having moved higher sharply from below 50% 
just before the elections. Worth bearing in mind that the outcome of Georgia’s runoffs on 5 January 2021 
will determine the senate control. In terms of the necessary conditions for equity markets to move higher 
from here, the next round of fiscal stimulus needs to materialise in the US. Here, according to Good 
Judgement, there is a 92% chance that there will be no federal legislation providing for USD750bn or more 
of new fiscal stimulus this year. To that extent, markets will be positively surprised should there be even a 
skinny deal in the next 6-8 weeks. The other necessary condition is earnings upgrades. Whilst the next 12 
month earnings of MSCI ACWI were upgraded by 5% over the past month, the index EPS is still 23% 
below its pre-crisis level – highlighting the opportunity for normalisation. Flare up of the virus is the key risk. 

Global markets’ performance snapshot

Index Snapshot (World Indices)  Global Commodities, Currencies and Rates 

Index Latest Weekly % YTD %  Commodity Latest Weekly % YTD % 

S&P 500 3,585 2.2  11.0   ICE Brent USD/bbl 42.8 8.4  -35.2 

Dow Jones 29,480 4.1  3.3   WTI USD/bbl 40.1 8.1  -34.3 

Nasdaq 11,829 -0.6 31.8   Gold USD/t oz 1,889.2 -3.2 24.5  

DAX 13,077 4.8  -1.3  Silver USD/t oz 24.7 -3.7 38.2  

Nikkei 225 25,386 4.4  7.3   Platinum USD/t oz 894.4 -0.1 -7.5 

FTSE 100 6,316 6.9  -16.3  Copper USD/MT 6,926.0 -0.2 12.5  

Sensex 43,443 3.7  5.3   Alluminium 1,916.5 1.5  7.1  

Hang Seng 26,157 1.7  -7.2  Currencies 

Regional Markets (Sunday to Thursday)  EUR USD 1.18 -0.3 5.5  

ADX 4,856 2.9  -4.3  GBP USD 1.32 0.3  -0.5 

DFM 2,263 4.7  -18.2  USD JPY 104.63 1.2  3.8  

Tadawul 8,435 4.3  0.5   CHF USD 0.91 1.5  5.9  

DSM 10,213 3.3  -2.0  Rates 

MSM30 3,628 2.2  -8.9  USD Libor 3m 0.22 7.3  -88.4 

BHSE* 1,449 0.5  -10.0  USD Libor 12m 0.34 2.1  -82.9 

KWSE 5,514 0.7  -12.2  UAE Eibor 3m 0.45 -7.9 -79.6 

MSCI  UAE Eibor 12m 0.80 -2.0 -65.1 

MSCI World 2,529 2.4  7.2   US 3m Bills 0.08 -2.9 -94.6 

MSCI EM 1,188 1.0  6.6   US 10yr Treasury 0.90 9.5  -53.3 
Notes: *Data as of Wednesday 

                                                           
1 https://www.pfizer.com/news/press-release/press-release-detail/pfizer-and-biontech-announce-vaccine-candidate-against 
2 https://investor.lilly.com/news-releases/news-release-details/lillys-neutralizing-antibody-bamlanivimab-ly-cov555-receives-fda 
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

US Treasury (UST) yields rose to their highest levels since March, driven by Pfizer’s vaccine news. But the 
rally later moderated on concerns of rising virus cases and inflation numbers failing to surprise upwards. 
Nevertheless, 10yr UST yields ended higher for the week. In Europe, German bunds exhibited similar trend, 
with yields rising on vaccine optimism and then easing in the second half of the week. We maintain an 
overweight stance on long-term USTs with the Fed’s QE acting as a backstop and expect rise in inflation 
expectations to adjust with the realized inflation levels.     

Stress and Risk 
Indicators 

The VIX has remained volatile but has persisted on a downward movement since late October. It is worthwhile 
to note that the VIX is now, yes, at its minimum since the COVID-19 crisis erupted in February, yet still 
substantially above the pre-crisis level. We would suspect it to stabilize over the next weeks and months and 
to remain elevated as long as there is no more substantially positive news on the front of the pandemic. 

Equity Markets  

Local Equity  
Markets 

GCC equity markets posted strong gains over the week as the optimism about a vaccine resulted in strong 
rise in oil prices. For MSCI GCC index, last week’s gain was the best in almost six months. Worth noting that 
Kuwait equity market outperformed broader GCC equity index in the 12 months prior to COVID-19 related sell-
off but underperformed since. Our equity strategy is to remain neutral on GCC equities. Stable to higher oil 
prices, potential for revival in growth and recent underperformance are all balanced by lack of structural growth 
plays in the equity market. 

Global Equity Markets 

Thanks to positive developments on medical front, equity markets posted strong performance over the week 
taking year-to-date gains on MSCI ACWI close to c7%. DM outperformed EM over the week. Broadly, a 
rotation out of ‘stay-at-home’ beneficiaries into ‘reopening’ stocks was observed. This was best seen in the 
US where Nasdaq underperformed DJIA. Even in China, the new economy underperformed the old economy. 
Elsewhere, UK and French equities performed strongly. We are constructive on equities over a 12 month time 
frame. Our equity strategy is to overweight US and UK, and underweight Eurozone and EM outside Asia. We 
are neutral Asia and prefer structural growth opportunities there. By sector we prefer IT and Communication 
services as long-term plays. We have also identified industry level opportunities to play the vaccine availability 
in the medium-term. Our preference is for large cap non-cyclical growth with focus on quality. 

Commodities  

Precious Metals 
Precious metals prices came under pressure as the USD strengthened. We remain overweight gold as a risk 
hedge against general risks, but we are not particularly bullish over the next weeks and months. 

Energy 

Oil prices strengthened further on hopes of normalization of the global economy. We suspect though that next 
week Saudi Arabia and Russia will remain reluctant to agree on a significant revival in production. Thus, in 
spite of demand still remaining depressed for the months to come, we believe that oil prices are likely to remain 

sustained as the market is roughly balanced. 

Industrial Metals 
Industrial metals edged up slightly and in spite of USD strength. The cyclical outlook for industrial metals looks 
now balanced. We do not recommend industrial metals exposure as China structurally reigns in demand. 

 Currencies  

EURUSD After last week’s strong rally, the EUR lost slightly against the USD. We expect the EUR to remain stable. 

Critical levels 
    

GBPUSD 
Cable was largely flat, but the Pound Sterling did strengthen against the EUR. Expectations of a Brexit deal 
are rising following the dismissal of Johnson’s Chief Advisor, and Brexit hawk, Dominic Cummings. We expect 
cable to be stable with any potential losses to be offset with further strength against the EUR. 

Critical levels 
    

USDJPY 
JPY fell against the USD on strength in the broader green back. The risk-on context is not favourable for the 
JPY, which will facilitate BoJ’s intention to keep it weak if necessary through further yield curve targeting. 

Critical levels 
    

Note: R2, R1, S2 and S1 refer to Bloomberg calculated weekly technical resistance and support levels. 

  

S2 1.1469 S1 1.1651 R1 1.1968 R2 1.2103 

S2 1.2650 S1 1.2919 R1 1.3385 R2 1.3582 

S2 101.71 S1 103.17 R1 106.10 R2 107.57 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

11/16/20 Empire Manufacturing Nov 13.8 10.5 Economic activity data for October 
and outlook for November become 

important given the sharp rise in 
COVID-19 cases in the country. 

Retail sales, industrial production 
and housing data are all vital in 

assessing October activity. Whilst 
the Google mobility data suggests 
little fall in economic activity in the 

US (unlike in Europe where it 
points to a marked slowdown), it is 
important to take stock of soft data 

for November to check for any 
weakness. 

11/17/20 Retail Sales Advance (MoM) Oct 0.50% 1.90% 

11/17/20 Industrial Production (MoM) Oct 1.00% -0.60% 

11/17/20 NAHB Housing Market Index Nov 85 85 

11/18/20 MBA Mortgage Applications 13-Nov -- -0.50% 

11/18/20 Building Permits Oct 1,567k 1,553k 

11/18/20 Housing Starts Oct 1,455k 1,415k 

11/19/20 Initial Jobless Claims 14-Nov 700k 709k 

11/19/20 Philadelphia Fed Business Outlook Nov 22.0 32.3 

11/19/20 Continuing Claims 7-Nov 6,400k 6,786k 

11/19/20 Existing Home Sales (MoM) Oct -1.40% 9.40% 

Japan  

  Indicator Period Expected Prior Comments 

11/16/20 GDP SA (QoQ) 3Q P 4.40% -7.90% Japanese GDP has contracted for 
three consecutive quarters starting 
Q4 2019. In Q2 2020, the loss in 

economic output was the sharpest 
at 7.9% q-o-q. Whilst the GDP is 

expected to show sequential 
improvement in Q3, the rebound is 
expected to be still weak compared 

to other countries. 

11/16/20 Industrial Production (MoM) Sep F -- 4.00% 

11/18/20 Imports (YoY) Oct -8.60% -17.20% 

11/18/20 Exports (YoY) Oct -4.50% -4.90% 

11/20/20 Natl CPI (YoY) Oct -0.40% 0.00% 

11/20/20 Jibun Bank Japan PMI Mfg Nov P -- 48.7 

11/20/20 Jibun Bank Japan PMI Services Nov P -- 47.7 

Eurozone   

  Indicator Period Expected Prior Comments 

11/18/20 EU27 New Car Registrations Oct -- 3.10% Street consensus expects the final 
print on CPI for October to have 

remained unchanged. But given the 
recent strong rise in virus cases in 
the region, consumer confidence is 

expected to have fallen. 

11/18/20 CPI (YoY) Oct F -0.30% -0.30% 

11/19/20 ECB's Lagarde in European Parliament   

11/20/20 DE PPI (YoY) Oct -0.80% -1.00% 

11/20/20 Consumer Confidence Nov A -17.9 -15.5 

United Kingdom    

  Indicator Period Expected Prior Comments 

11/16/20 Rightmove House Prices (YoY) Nov -- 5.50% Consumer confidence is expected  
to fall in November given the  
recent increase in restrictions  

that followed a sharp rise  
in virus cases. 

11/18/20 CPI (YoY) Oct 0.50% 0.50% 

11/18/20 PPI Output NSA (YoY) Oct -0.70% -0.90% 

11/20/20 GfK Consumer Confidence Nov -34 -31 

11/20/20 Retail Sales Inc Auto Fuel (YoY) Oct 4.10% 4.70% 

China and India   

  

  Indicator Period Expected Prior Comments 

11/16/20 CN Industrial Production (YoY) Oct 6.70% 6.90% 
China’s key data for October is 

expected to show continuing strength 
in economic activity. Especially retail 
sales are expected to reflect strong 
consumer activity during the Golden 

week national holidays. 

11/16/20 CN Retail Sales (YoY) Oct 5.00% 3.30% 

11/16/20 CN Fixed Assets Ex Rural YTD (YoY) Oct 1.60% 0.80% 

11/16/20 IN Wholesale Prices (YoY) Oct 1.50% 1.32% 

11/20/20 CN 1-Year Loan Prime Rate 20-Nov 3.85% 3.85% 

11/20/20 CN 5-Year Loan Prime Rate 20-Nov 4.65% 4.65% 
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